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CONSUMER PROTECTION 


ECENT DISCLOSURE of shady practices in the broad- 

casting industry—rigging of television quiz shows and 
handing out of secret payments to disk jockeys to plug 
particular records—gave public confidence in the honesty 
of broadcasters and broadcasting a blow whose repercus- 
sions are still being felt... Viewers and listeners deceived 
in one quarter grew more than ordinarily wary of deception 
in another. They began to cock critical eyes or ears at TV 
and radio commercials, sometimes at advertising in gen- 
eral. Meanwhile, federal regulatory agencies went to spe- 
cial pains to give consumers pointers on how to protect 
themselves against those who would take advantage of 
them; they moved also to step up action to put a stop to 
false or misleading advertising. And the Department of 
Justice asked all state attorneys general to meet in Wash- 
ington, March 10-11, to consider means of combating more 
effectively the activities of racketeers and swindlers. 


Concern for the interests of the consuming public has 
been shown likewise by the Senate Judiciary Committee’s 
Antitrust and Monopoly subcommittee, headed by Sen. Estes 
Kefauver (D Tenn.), which has been giving wide publicity 
to prices and profits in the pharmaceutical industry. Testi- 
mony before the Kefauver committee has pointed to ex- 
treme disparities between the prices charged American 
purchasers and the prices charged foreign purchasers of 
identical drugs. Evidence of high mark-ups and high 
profits in the drug industry has spread the impression, 
despite attempts at justification by the manufacturers, that 
consumers may be in need of protection in this field.? 


These developments have strengthened a long-standing 


‘The Special Subcommittee (of the House Commerce Committee) on Legislative 
Oversight probed quiz show rigging at public hearings starting Oct. 6 and ending 


6; payola practices at hearings starting Feb. 8 and ending Feb. 19, 1960 
men for two regulatory agencies—Federal Communications Commission and 
al Trade Commission—are to be heard March 3 and March 4 See “Reculation 
Television,” E.R.R., 1959 Vol. II, pp. 953-970 
2See “High Price of Drugs,” E.R.R., 1959 Vol. Il, pp. 875-892. 
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demand that consumer interests be accorded broader recog- 
nition within the federal government. Creation of a new 
department in the Executive Branch, it is asserted, not 
only would give consumers stronger influence over govern- 
ment policies on regulation of business but also would keep 
enforcement authorities on their toes to detect and prose- 
cute those who make a business of fleecing the consuming 
public. 


CHECKING OF CLAIMS IN BROADCAST COMMERCIALS 


A conspicuous victory in the war against deceptive ad- 
vertising was recorded on Feb. 5, when Federal Trade Com- 
mission Chairman Earl W. Kintner confirmed reports that 
he had succeeded in persuading the tobacco industry to re- 
move from its advertising all references to the effectiveness 
of filter tips in reducing the tar and nicotine content of 
cigarette smoke. Although Kintner hailed the agreement 
as a “landmark example” of voluntary cooperation between 
government and business, the industry obviously had recog- 
nized the threat of punitive action behind the agency’s re- 
quest for compliance. 


Less than two months earlier, on Dec. 13, the F.T.C. had 
cited the company producing Life cigarettes, a newcomer 
in the filter-tip field, on a charge that it was falsely adver- 
tising its filter as superior to all others in eliminating 
harmful ingredients. It was clear that any company which 
failed to abide by the new F.T.C. policy on cigarette adver- 
tising would get similar treatment. Kintner told the Ad- 
vertising Federation of America on Feb. 5 that the filter- 
tip claims “were confusing to the public and possibly mis- 
leading in view of the absence of a satisfactory uniform 
testing method and proof of advantage to the smoker.” 


The F.T.C. crackdown on filter tip advertising formed 
part of a new campaign to enforce higher standards of 
accuracy in the advertising of nationally known brand mer- 
chandise. Among complaints the commission entered early 
this year were four directed against “deceptive demonstra- 
tions” in television commercials for Blue Bonnet margarine, 
Palmolive “Rapid Shave” shaving cream, “New Super- 
Strength Alcoa Wrap” aluminum foil, and Pepsodent tooth- 
paste. In each case the agency contended that the demon- 
strations involved misrepresentations of fact: the “flavor 
gems” in the margarine commercial, for example, were 
added solely for the visual effect in the commercial; the 
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aluminum foil was compared with a deliberately wrinkled 
piece of “ordinary wrap.” 


The cited companies denied that their demonstrations 
produced a false effect; the intense glare of lights in tele- 
vision studios made use of such devices necessary to show 
the products as they actually appear. Ted Bates & Co., 
the advertising agency which handled the Palmolive ac- 
count, took full-page advertisements in daily newspapers 
in New York, Chicago and Washington on Jan. 25 to chal- 
lenge the F.T.C.’s action. The firm asked: “Is imaginative 
selling against the law?” It asserted that use of the de- 
vice employed in the Palmolive demonstration—shaving of 
“sandpaper” which was actually sand-coated glass—was no 
more reprehensible than use of yellow make-up by actors 
and public speakers on TV to give the effect of natural skin 
tone on the video screen. 


THREATS TO APPLY NEW CONTROLS ON ADVERTISING 


Although the advertising industry considers the F.T.C.’s 
attitude unduly restrictive, it has shown that it is sensitive 
to recent criticism and hopes to do enough reforming on 
its own to ward off passage of new regulatory legislation. 
The Association of National Advertisers called an emer- 
gency meeting in New York, Feb. 2, “‘to give our member- 
ship ...a clear picture of what each of the various media 
is doing to keep advertising’s house in order and... [to] 
urge that these efforts receive the strong . . . support of 
advertisers.” The statement apparently referred to amend- 
ments to the television code, adopted by the National As- 
sociation of Broadcasters on Dec. 4, which not only’ pro- 
hibited rigging of quiz shows and handing out of payola 
but also use of commercials involving “fa materia] decep- 
tion as to the characteristics, performance or appearance 
of the product.” 


F.T.C. Chairman Kintner told the advertisers that com- 
plaints from the public about advertising had tripled since 
the TV scandal broke. Advertisers, he said, would have to 
relinquish “‘careless and naked self-interest’? and inaugurate 
a “new era of integrity” or face increased government in- 
tervention. The association’s chairman, Donald S. Frost, 
agreed that there had been “justifiable criticism [of adver- 
tising] on the part of the public.” He urged an intensified 
program of self-regulation. 
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The advertising industry is particularly concerned that 
the F.T.C. in recent complaints has named not only the 
sponsors of TV commercials but also advertising agencies 
and account executives who have prepared the advertising 
material. In its report on the TV investigation, issued 
Feb. 9, the Legislative Oversight subcommittee noted “the 
influential role of advertising agencies in shaping the ‘com- 
mercial’ portion of television programming’’ and found it 
“quite appropriate that these agencies should be more fre- 
quently cited as respondents in Federal Trade Commission 
complaints.” * The subcommittee recommended that broad- 
casting stations and networks likewise be made parties to 
F.T.C. action in cases of deceptive advertising. 


The subcommittee recommended also that the F.T.C. be 
empowered to seek a court order to prevent use of an ad- 
vertisement while a complaint against it is pending. The 
power to take such restraining action now applies only in 
the case of false advertisements of foods, drugs, therapeutic 
devices, and cosmetics. Kintner has warned the advertis- 
ing industry that his agency will give “a much harder look 

[at] the delaying tactics used by some advertisers 
wherein they invite endless conferences about a question- 


able advertisement just so long as the ad continues to ring 
up sales.” 4 


A bill introduced in the House, Feb. 8, by Rep. John B. 
3ennett (R Mich.), a member of the Legislative Oversight 
subcommittee, would impose a maximum penalty of $5,000 
fine and imprisonment for two years on anyone who uses 
the airwaves to deceive the public. Rep. John A. Blatnik 
(D Minn.) called on Jan. 28 for legislation to authorize the 
F.T.C. to move against false drug advertising in medical 
journals, an area the commission has hesitated to invade. 
Blatnik criticized the American Medical Association for 
being uncooperative two years ago when a House Govern- 
ment Operations subcommittee suggested that it should 
clean up falsification in medical journal advertising of 
tranquilizers. 


The F.T.C. « omar loes 1 ite publications in which deceptive advertising 
appears, but ntner t ut in his Feb. 5 address before the Advertising Fed- 

eration of Amer ex E 
* Addr« Association o National Advertisers, New York City Feb. 2, 1960 
Bills introdu i in t Ne r wislature to empower the attorney general t 
seek ¢ te court injunction against a misleading advertisement were denounced 
< State Publishers Association The publishers voiced 
bjective of abating false advertising,” but called ‘“‘the 
the publication of a statement of opinion of any kind 

abhorrent to free newspapers.” 
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A former medical director of a leading drug manufac- 
turing company asserted before the Kefauver subcommit- 
tee, Feb. 25, that dangerous drugs were sometimes “pro- 
moted in such a fashion as to lull the physician concerning 
the hazards involved” in their use. Sen. Kefauver, point- 
ing out the following day that the code of ethics of the 
Pharmaceutical Manufacturers Association called for ad- 
vance medical review of all medical claims in promotional 
material, said the code needed to be more rigidly enforced. 
He added that if the industry itself did not tighten up en- 
forcement, he had “no doubt that the Congress, or an 
agency of government, will do it for them.” 


LONG-TERM EFFORTS TO CURB DECEPTIVE PRACTICES 

The Federal Trade Commission is the government’s chief 
agency with powers to police advertising. The commission 
takes action against deceptive advertising under an admin- 
istrative procedure in which the first step is to seek volun- 
tary compliance with rules of fair business practice. If an 
offense continues, the commission may issue a cease and 
desist order enforceable through the courts. In the case 
of foods, drugs, therapeutic devices, and cosmetics, the 


commission can ask for a court injunction to put an imme- 
diate stop to challenged advertising. If the product adver- 
tised is injurious to health, or if the violation is committed 
with intent to defraud, the maximum penalty in cases in- 
volving these four types of products is a $5,000 fine and 
imprisonment for six months or, for a second offerse, 
$10,000 and one year. 


In the 46 years since the F.T.C. came into existence, it 
has developed, largely through consultation with industry 
leaders in trade conferences, sets of trade practice rules 
applicable to more than 160 industries. In general, the 
rules comprise a code of good behavior of mutual benefit 
to all legitimate enterprises in the industry; the code 
usually includes provisions calling for honest advertising 
of products at retail. 


The F.T.C. in recent years has published so-called 
“guides” on advertising to help producers and sellers of 
consumer goods decide how far they can go in puffing their 
products without incurring the displeasure of the commis- 
sion. The first guide, issued in September 1955, dealt with 
advertising of cigarettes; among other things, it ruled out 
of television commercials the “man in the white coat”? who 
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implied that doctors approved of smoking the brand adver- 
tised. A second guide, issued in August 1958, covered auto- 
mobile tires, a product then being widely advertised in 
terms which tended to mislead the buyer as to quality. 


A guide on deceptive pricing, applicable to all product 
sales, was issued Oct. 2, 1958, with a warning that “‘intensi- 
fied enforcement” of F.T.C. regulations in this area had 
been ordered. The guide banned the use in price adver- 
tising of terms which imply that a buyer is getting a bigger 
bargain than is actually the case—terms such as “‘manufac- 
turer’s list price—,” “‘made to sell for—,” and “value—,”’ 
followed by a lower sale price. Efforts of manufacturers 
to maintain fixed retail (fair trade) prices have encour- 
aged use of those prices in such advertising even in areas 
where fair trade prices are not protected by law and lower 
prices are regularly charged in all retail stores. 


The most recent F.T.C. guide, issued Nov. 24, 1959, was 
directed against “bait and switch” advertising. This is a 
form of retail advertising which offers the potential cus- 
tomer an outstanding bargain solely for the purpose of 
luring him to the store and selling him something else at 
a higher price. Usually the store salesman says that the 


advertised item has been sold out, or he disparages that 
item in favor of a more expensive article. An F.T.C. of- 
ficial recently pointed out that the rule against bait adver- 
tising does not apply to the sales technique known as 
“trading up’’—advising a customer of the superiority of 
a more expensive article. The customer usually can tell 
whether a salesman is engaging in “trading up” or “bait 
and switch’; in the case of a legitimate operation a suf- 
ficient supply of the cheaper advertised article is on hand 
to meet expected demand. 


“Truth-in-advertising” statutes of 44 states follow the 
principles of the F.T.C. rules, and 19 states since 1953 have 
adopted specific legislation against bait-switch advertising. 
More than a hundred Better Business bureaus help local 
enforcement officers to keep a check on false price adver- 
tising. The bureaus also seek to persuade merchants vol- 
untarily to avoid borderline practices. A survey in 1958 
of 219 newspapers with a total circulation of 16 million 
showed that they had rejected $8 million in advertising 
Forty-four ates have adopted fair trade laws to facilitate fixing of retail prices 


mar it the laws of 16 states have been invalidated in whole or in 
by the 


by 
part 
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that year in an effort to rid their pages of deceptive sales 
appeals. 


Bait and other fictitious price advertising has been par- 
ticularly prevalent in the used car market. The National 
Automobile Dealers Association has been campaigning for 
years to eradicate such practices. Its executive vice presi- 
dent told members at the association’s meeting in Wash- 
ington, Feb. 3, that “Recent developments indicate a grow- 
ing interest by national legislators and federal adminis- 
trators in our problem [of false advertising].’”’ He urged 
warding off government action by cleaning house. 


NEW APPROACHES TO PROTECTION OF THE CONSUMER 


A new government approach to protection of consumer 
interests was taken by F.T.C. Chairman Kintner when he 
invited a number of voluntary citizens’ organizations to 
participate in a “Conference on Public Deception” in Wash- 
ington on Dec. 21. The F.T.C. had regularly held trade 
practice conferences with business and industry groups, but 
this was the first time it had held a formal meeting with 
representatives of consumer groups. The conference was 
suggested originally by a task force of the President’s 
Council of Economic Advisers as a way to bring consumer 
leaders into closer contact with the Federal Trade Com- 
mission and other regulatory agencies of government. 


The purpose of the meeting, said Kintner, was “the forg- 
ing of a new weapon in the F.T.C.’s war on trickery in the 
marketplace.” The job of tracking down swindlers and 
guarding against occasional advertising excesses committed 
by otherwise fair-dealing retailers was too big for a regu- 
latory agency to handle alone; to protect the consumer 
solely through police action would require an army of 
watchdogs and spell an end to free enterprise. A better 
method was to use government policing only to the degree 
“necessary to control the few who through ignorance or 
defiance would violate the law.” Teaching the public to 
be on guard against prevalent deceptive practices would 
assure performance of the remainder of the job. ‘“‘The 
public interest is served,” Kintner told the gathering, “not 
only by restraining deceits in selling but also by overcom- 
ing gullibility in buying.” 


Kintner pointed out that the commission had brought 
thousands of actions against fraudulent selling practices 


165 





Editorial Research Reports 


but had done “very little in the field of educating and 
alerting buyers on how to protect themselves.” The con- 
ference might serve as a channel for passing on to con- 
sumers the agency’s knowledge of the “endless variety of 
chicanery” used to fleece the unwary buyer. “If it suc- 
ceeds in developing useful teamwork in combating decep- 
tive selling practices,’ the commissioner said, “it will be- 
come ... the first of a series of such meetings.” 


Another conference that promises to increase the pro- 
tection offered consumers against fraud is that called for 
March 10 and 11 by U.S. Attorney General William P. 
Rogers. Meeting together will be the attorneys general of 
all the states and top officials of the Justice Department, 
the Securities and Exchange Commission, and the F.T.C. 
The purpose will be to consider “‘the broad range of prob- 
lems involved in consumer and investor protection.” 
Rogers said he hoped the federal and state officials could 
devise improved means of working together to apprehend 
offenders who take advantage of the buying public. 


One session of the meeting will be devoted to enforce- 
ment of criminal statutes on mail and wire frauds, which 
have been on the increase. The importance of federal- 
state cooperation in this area was indicated by the testi- 
mony of an S.E.C. official before a congressional committee 
last year. He said “our main headache” in enforcing the 
law on honest selling of securities was “the fact that the 
states do not have effective regulatory bodies.” Curtail- 
ment of fraud in securities selling “depends on the speed 
and effectiveness with which the [Securities and Exchange] 
Commission is able to investigate . . . [and] correct or 
punish violators.”’ ® 


Another session of the meeting of attorneys genera! will 
be devoted to problems encountered in enforcing the anti- 
trust laws, violations of which are apt to affect the eco- 
nomic welfare of the consumer. A Justice Department 
official recently brought out the connection between anti- 
trust action and consumer interest by noting that proceed- 
ings against a national dairy concern had put an end to 
its habit of going into a local area and forcing local sup- 
pliers “to either raise their price or be driven out.” Anti- 
trust action against the Fur Shearers Guild was said to 
have resulted in a 15 to 40 per cent price decline between 


*James E. Newton before House Appropriations subcommittee, Jan. 28, 1959 
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1958 and 1959. After action was taken against Eastman 
Kodak several years ago, “Amateur users of Eastman color 
film were for the first time given the opportunity to benefit 
from free and open competition in the processing of color 


"7 


film.”’ 7 


Hearings conducted by the Kefauver subcommittee have 
given the public new insight into the impact of patent con- 
trols on the prices of such consumer necessities as drugs. 
Although the drug houses appear to have acted within the 
law in this respect, there has been talk of new legislation 
to put a check on prices of their products. 


Schemes for Defrauding Consumers 


THE JUSTICE DEPARTMENT reported to the Subcom- 
mittee on Investigations of the Senate Government Oper- 
ations Committee a year ago that schemes for victimizing 
the public had grown markedly in number and that swin- 
dlers were “utilizing new formats and variations on old 
schemes in their attempts to attract the unwary.” The 
Department said a new program to coordinate the activi- 
ties of federal attorneys and postal inspectors had been 
initiated to bring to justice persons using the mails for 
illicit purposes. The subcommittee held hearings on the 
subject in 1958 and again in 1959 to determine whether 
additional federal legislation was needed. 


The hearings in 1959 covered numerous forms of decep- 
tion in current use. Offers of spurious work-at-home 
schemes were found to be widespread, deceiving housewives, 
aged persons, invalids, the physically handicapped, and 
other house-bound individuals. Such persons, for example, 
have been sold knitting machines with the promise, never 
fulfilled, that the seller would purchase the articles made 
at home. One swindler, indicted in Providence, R. I., a 
year ago, mulcted his victims of thousands of dollars with 
the false promise to pay them for addressing envelopes 
at home. 


A closely related fraud which has engaged the attention 
of the F.T.C. and the Justice Department is the vending 
Robert A. Bicks before congressional Joint Economic Committee, Sept. 22, 1959 
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machine racket. Individuals are induced to buy vending 
machines and the merchandise they vend on the promise 
of substantial earnings for a few hours of work a week. 
But the venture invariably fails because the merchandise 
to be sold is not acceptable to the public, a promise of 
exclusive rights is not fulfilled, or other conditions assured 
by the promoter fail to materialize. 


Help wanted ads are usually suspect when they offer the 
untrained and inexperienced high pay for little work. 
Classified advertising may be used to promote a variety 
of dishonest schemes. A Seattle swindler was sentenced 
to four years in prison in November 1958 after collecting 
$10,000 from persons who sent him $10 to $20 each in 
response to an advertised promise to get them work in 
Alaska. Some of the victims resigned from the jobs they 
had and traveled to Alaska before they discovered that 
they had been hoodwinked. 


The Federal Trade Commission has instituted action in 
nearly 500 separate cases involving unethical or fraudu- 
lent practices in promotion of correspondence courses. Home 
students have been defrauded by paying or contracting to 
pay from $100 to $500 for courses which were falsely adver- 


tised as accredited, or which were given with the unfulfilled 
promise of a high-paying job on completion. Although 
many of the cited schools were of the diploma mill type, 
the F.T.C. at times has found it necessary to correct even 
legitimate schools for misrepresenting the value or nature 
of courses offered. The Council of State Governments has 
studied the problems involved in sale of correspondence 
courses and is recommending state legislation to enforce 
observance of higher levels of honesty and quality. 


A common type of mail fraud is the phony contest, which 
offers a prize to all contestants, the prize turning out to 
be a cash discount for purchase of some article at an 
inflated price. Another perennial in swindling annals is 
the offer of a so-called vanity publisher to put out an 
unknown writer’s book for a fee, with promises that the 
book will be nationally advertised and assurances that sale 
of movie and TV rights will be arranged. 


ABUSES BY REPAIRMEN AND Door-To-DooR SELLERS 
Consumer grievances registered with Better Business 
bureaus last year concerned mainly the selling and servic- 
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ing of automobiles, home appliances, television and radio 
sets, and home improvements. Complaints in the area of 
appliance repair are particularly prevalent because the 
average person is not in position to check on the accuracy 
of a repairman’s estimate of what needs to be done or the 
fairness of charges made. 


Federal officials concerned with fraud have recently di- 
rected public attention to scare tactics employed by some 
sellers of home fire alarm systems and by some furnace 
repairmen. In such cases a householder may be frightened 
into buying expensive new equipment or into contracting 
for a costly service job by a salesman’s unsubstantiated 
claims of serious fire risks. Some of these salesmen have 
falsely presented themselves as city inspectors. The Jus- 
tice Department reported a year ago that its prosecutions 
had resulted in “substantial containment” of this type of 
racket but that the Department was on guard against its 
reappearance. 


The Federal Trade Commission devoted particular atten- 
tion at the Conference on Public Deception to the tricks of 
unscrupulous door-to-door salesmen. The majority of door- 
to-door sellers, estimated to number 114 million and to do 
an annual business of $21, billion, are legitimate business 
representatives, but the field is attractive to fly-by-night 
operators. An F.T.C. spokesman warned the conference 
that consumers should be on the lookout for: 

The salesman who calls himself by a fancy name or says 
resents an official body. 

The salesman who tells the customer that he, as a representative 
citizen, has been specially selected to have the opportunity to buy 
a new product, or that his home has been chosen for demonstration 
of a new type of improvement. 

The encyclopedia salesman who says his product is the official 
reference work of a school or government agency. 


Any fast-talking salesman who offers a “special deal.” 


Above all, consumers were warned to read carefully any 
credit request document they might sign to make certain 
it was not actually a promissory note. 


EXCESSIVE FINANCING CHARGES; SECURITIES FRAUDS 

Tricky practices in selling automobiles have resulted in 
a considerable volume of state legislation. Twenty-eight 
states regulate financing charges, 27 require auto dealers 
to post bond or meet character requirements to obtain a 
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license, and 16 either require salesmen to be licensed or 
hold dealers responsible for malpractices by their salesmen. 


Frauds in the used car market in Washington, D.C., ex- 
posed in a series of articles in the Washington Star last 
November, resulted in adoption of stricter regulations gov- 
erning auto sales in the District of Columbia. Nefarious 
practices disclosed included falsification of contract terms 
to put the purchaser in much greater debt than he had 
intended. A tie-in of operations between unscrupulous 
auto dealers and financing agencies facilitated various 
swindles. 


Growing demand for consumer credit for purchase of 
all types of heavy goods has encouraged expansion of 
money-lending operations which subject the borrower to 
higher charges than he realizes. Sen. Paul H. Douglas 
(D IIL) introduced a bill, Jan. 7, to require that borrowers 
be given a clear written statement of the exact total of 
interest, insurance, and all other fees over and above the 
price of the article purchased or the amount borrowed- 
the total to be stated both in dollar terms and as a percent- 
age of the principal of the debt. The National Automobile 
Dealers Association advocates open disclosure of this kind 
on auto sale contracts but considers it a matter for state 
rather than federal legislation. Thirty-two states have 
credit regulations of some kind, but they do not necessarily 
require as explicit disclosure of extra charges as proposed 
in the Douglas bill. 


The Securities and Exchange Commission has reported a 
spread of unfair and fraudulent practices in sale of securi- 
ties as a result of increased interest in the stock market 
on the part of “uninformed and unsophisticated investors.” 
The S.E.C. noted a year ago that “Opportunities for illicit 
profit by the illegal or fraudulent sale of securities have 
multiplied and inevitably the number, resources and inge- 
nuity of violators seeking to capitalize upon these oppor- 
tunities have likewise multiplied.”® The agency enforces 
federal statutes requiring public disclosure of specified facts 
about the business of corporations whose stock is traded on 
the exchanges; administers regulations governing the secu- 
rities markets; and maintains constant surveillance to pre- 
vent improper practices affecting funds of investors. 


®* The A.F.L.-C.1L.0. Executive Council has endorsed the Douglas bill and called also 
for similar state legislatior 


* Statement before House Appropriations subcommittee, Jan. 28, 1959 
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Another federal agency which seeks to protect consumer 
interests is the Food and Drug Administration in the De- 
partment of Health, Education and Welfare. One of its 
special responsibilities is to guard against rackets and 
swindles in the sale of drugs and health devices. Recent 
seizures by the Food and Drug Administration of articles 
for which specious claims were made included a vibrator- 
massager for treatment of aches and pains, six brands of 
“reducing” tablets, a vacuum-pressure bust developer, and 
a cold remedy sold by a demonstrator in a five-and-ten 
cent store. 


Federal Standards for Buyer Protection 


GOVERNMENT CONCERN for the consumer is defended 
not only on the ground that it is the function of govern- 
ment to promote the general welfare, but also on the 
ground that wise spending by the ordinary citizen is a 
source of strength to the economy as a whole. The Eco- 
nomic Report of the President to Congress, last Jan. 20, 
observed: 

In their key role as consumers, individuals can contribute to 
the nation’s economic strength by spending wisely. ... By the 
use to which they put their income they determine in large measure 
how economic resources are allocated. And in buying carefully 
for price and quality, they exert a restraining influence on the 
cost of living. 


Raymond J. Saulnier, chairman of the Council of Eco- 
nomic Advisers, stressed this theme in a speech at the 
Conference on Public Deception. He pointed out that the 
“outstanding characteristic of our recent history” was the 
increased output of consumer goods and services. Personal 
consumption, now accounting for two-thirds of all spending 
in the United States, adds up to more than $305 billion 
a year. 


The federal government for years has made organized 
efforts to help consumers get fair value for the dollars 
they spend. Consumer education activities include guides 
to wise buying of food issued by the Department of Agri- 
culture and family budgets prepared by the Department 
of Labor. Protection against fraud and deception is the 
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objective of laws and regulations governing the labeling 
and advertising of consumer goods, and the purpose also of 
grade standards set for certain consumer products. 


TYPES OF FEDERAL STANDARDS FOR Foop PRODUCTS 

The Food and Drug Administration is responsible for 
enforcing laws requiring accurate labeling of food and drug 
containers and prohibiting shipment of adulterated prod- 
ucts. The law makes it the duty of the agency to establish 
exact definitions and standards for food products whenever 
such action will “promote honesty and fair dealing in the 
interest of consumers.” 


Three types of standards have been established by F.D.A. 
Most of them are standards of identity which determine 
what a food product must be when it is sold by its common 
name. Thus cheddar cheese has to have at least 50 per cent 
milk fat and not more than 39 per cent moisture. Fruit 
preserves must contain a specified percentage of fruit or be 
clearly labeled “imitation.’”’” New standards are developed as 
necessary; they have been established recently for artifi- 
cially sweetened canned fruits, frozen lemonade concen- 
trates, ice cream and other frozen desserts. 


F.D.A. Deputy Commissioner John L. Harvey has pointed 
out that the highly competitive nature of the food indus- 
try increases the need for identity standards. When one 
producer, for example, decides to use substitute fats for 
peanut butter or ice cream, there is a natural tendency 
for his competitors to adopt a similar practice to cut costs 
of production. 


The F.D.A. also establishes standards of quality which 
certain food products must meet or be labeled “below 
standard in quality.” In the case of canned fruits and 
vegetables, the “below standard” designation may mean 
that the food product is broken or less tender than standard 
although still fit for human consumption. A third F.D.A. 
standard applies to the fill of the container. Food packers 
are subject to prosecution if a can or package contains more 
liquid or more empty space than allowed by the standard. 


Protection given by these standards is still far from 
perfect. Harvey noted last year that a food producer is 
under strong competitive pressure to “work as close to the 
declared weight as possible,” because of the great economic 
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loss he would suffer if each package contained a little 
more than was contained in the packages of his competitors. 
However, “with no margin for error . . . the chance for 
short weight and short volume” is increased. Surveys of 
packaged flour in the autumn of 1958 showed some degree 
of short weight in 19 out of 94 lots. Shortages in foods 
seized recently by the F.D.A. ranged as high as 27 per cent 
in the case of frozen shrimp and 21 per cent in the case 
of black pepper. Among drugs seized because their sale 
would have defrauded the purchasers were nearly half a 
million sub-potent vitamin tablets. 


Because it has concentrated on violations of law that may 
endanger health, F.D.A. admits that it has kept less careful 
watch for violations which do no more than cheat the 
public. Deputy Commissioner Harvey has said that modern 
packaging tends to cover up short weights and to relegate 
important consumer information to the “fine print and far 
corners.” Wrapping fresh fruits and vegetables in colored 
cellophane to make them look fresher is another type of 
customer deception that is hard to control.!® 


Further protection of the food buyer is afforded through 
the Department of Agriculture’s voluntary grade labeling 
program. Grade standards have been established for beef, 
lamb, veal, poultry, eggs, dairy products, fresh and processed 
fruits and vegetables, dry beans and peas, and rice. Although 
not all producers use U.S. grade designations, the consumer 
“an be assured that when a product is so marked it meets 
the quality specifications of the government grade. Many 
consumer organizations are pressing for legislation to make 
grade labeling compulsory. 


REQUIREMENTS IN LABELING OF CONSUMER PRODUCTS 


Quality standards for other consumer products are pro- 
vided under laws requiring accuracy in the labeling of 
merchandise. The Food and Drug Administration has juris- 
diction over labeling of food, drugs, therapeutic devices and 
cosmetics. Any designation of superior quality on the 
labels of these articles must be accurate or the producer 
will be liable to a charge of mislabeling. 


Mislabeling of other consumer products may constitute 
an unfair or deceptive trade practice outlawed by the Fed- 


Speeches by John L. Harvey, ty Commissioner of = ood and Drug Adminis- 
tration, before Council on Con ner Information, Washington, D. C., Apr. 3, 1959 
and National Conference on Weights and Measures, June 
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eral Trade Commission Act. F.T.C.’s jurisdiction extends 
to falsification in price tags. In recent years the commis- 
sion has carried on a particularly vigorous campaign against 
the fairly widespread practice of putting a high figure on 
the price tag of an article for the sole purpose of crossing 
it out and writing a lower figure to indicate falsely that 
the price has been reduced. 


Amendments to the Federal Trade Commission Act over 
the past two decades have given the consumer special pro- 
tection against dishonest practices in the sale of furs and 
of textile goods. The Wool Products Labeling Act of 1940 
required labels on woolen goods to indicate the percentage 
of wool or re-used or reprocessed wool contained in the 
fabric. The Fur Products Labeling Act of 1951 prohibited 
use of false or misleading names for furs. It required that 
the label show the true English name of the animal from 
which the fur was taken, indicate whether the fur was 
from re-used or scrap pelts, and state whether the fur had 
been dyed or bleached. Before this act became law, rabbit 
fur had been sold under more than 100 different names, 
none of them indicating the true origin of the fur. 


The Textile Fiber Products Identification Act of Sept. 
2, 1958, fully effective March 3, 1960, provided for indica- 
tion of fiber content on labels of all textiles or textile prod- 
ucts not covered by the wool act. The generic names of 
the fiber, whether natural or synthetic, must be used. An- 
other type of consumer protection in the textile field was 
provided by the Flammable Fabrics Act of 1953, which 
prohibited sale of goods with a burning rate in excess of 
a specific statutory standard. 


Despite these laws, mislabeling of wool and fur continues 
to be a prominent source of F.T.C. complaints. The agency 
has warned consumers to be on special guard against a 
prevalent practice called “caravan promotion.” This is a 
practice under which itinerant dealers in inferior furs hold 
fake bargain sales in local stores, the store taking a per- 
centage of the profits without disclosing the fly-by-night 
nature of the enterprise. 


PROPOSAL TO CREATE A DEPARTMENT OF CONSUMERS 


Activities of the federal government aimed to protect 
consumers are so scattered and in some respects so limited 
that it has been frequently proposed that a new agency be 
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created to deal solely with consumer interests. Consumer 
advisory groups were established in New Deal days to assist 
the National Recovery Administration, the Agricultural 
Adjustment Administration, and the Bituminous Coal Com- 
mission. Some of the wartime agencies had similar advis- 
ory groups, and the Office of Price Administration was 
directly concerned with prices charged consumers. But 
today there is only one federal agency charged by law with 
the duty of consulting with consumers: the Council of 
Economic Advisers, which assists the President in prepara- 
tion of reports on the economic state of the union."! 


Sen. Kefauver and 21 co-sponsors of both political parties 
introduced a bill in March 1959 to establish a Department 
of Consumers to “secure within the federal government 
effective representation of the economic interests of con- 
sumers.” The department would take over such existing 
consumer-interest agencies as the Food and Drug Admin- 
istration; the Division of Prices and Cost of Living in the 
Bureau of Labor Statistics; the Division of Home Econom- 
ics and Human Nutrition in the Department of Agriculture; 
and certain sections of the National Bureau of Standards. 


The proposed department would represent the economic 
interests of consumers in proceedings before the courts and 
before the federal regulatory agencies; conduct an annual 
consumer conference; receive and act on complaints directly 
from consumers; and make investigations bearing on con- 
sumer welfare. The pending bill would specifically forbid 
the department to test and evaluate individual products in 
the manner of several existing private services for sub- 
scribing consumers. 


Kefauver said the measure would not be needed if fed- 
eral agencies now having responsibilities in the field were 
not so “exclusively oriented toward producer points of view 
or if the regulatory agencies had not become more and 
more the arbiters of disputes among rival groups of pro- 
ducers rather than guardians of the consumer interest 
or if the few existing consumer agencies within the gov- 
ernment had carried out their responsibilities in a more 
vigorous ... manner.” The A.F.L.-C.1.0. Executive Coun- 
cil, advocating creation of a Department of Consumers, 
asserted at its recent mid-winter meeting in Florida that 


"The Council is required to consult also with advisory groups represe nting agri- 
culture, industry and labor 
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such a department would provide “‘a stronger voice for the 
consumer” and “more imaginative and disinterested activ- 
ity” in his behalf. 


Sen. Jacob K. Javits (RN.Y.) and seven co-sponsors 
introduced a bill last April to establish a special bipartisan 
Senate Committee on Consumers to “study and investigate 
economic problems of direct concern to U.S. consumers, 
determine the effectiveness of exfsting federal agencies in 
dealing with consumer problems and recommend what if 
any additional legislation might be needed to safeguard. . 
and advance consumer interests.” Javits described the con- 
sumer as “the average man whose voice is not adequately 
heard in the government councils responsible for setting 
national economic policy which is felt in his pocketbook.” 
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